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Japanese Subsidiaries in the United States: 
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Dai Tanno* 
The rapid appreciation of the Japanese yen over the U.S. dollar in the past decade has 
facilitated investment in the U.S.A. by Japanese firms. The Japanese investment in the 
U.S. has, however, provoked controversy. Unlike British and Canadian investment, 
Japanese investment has been considered an invasion of the U.S. For example, the cover 
story of a 1989 issue of Newsweek was entitled: "Japan Invades Hollywood" to report 
SONY's investment in Hollywood (9 October,1989). In a similar vein, some researchers 
(e.g., Tolchin & Tolchin, 1986) have described Japanese factories in the U.S. as 'Trojan 
Horses'. A recent study regarding American responses to Japan's economic expansion in 
the U.S. has reported that Americans respond negatively to Japan's building plants in the 
U.S. (Tanno & Moghtassed, 1992). While some have asserted that Japanese investment 
contributes to the U.S. economy (Reich, 1990) and to developing better labor management 
when Americans work for the subsidiaries of Japanese firms in the U.S. (e.g., Kuzela, 
1980; Morita, 1990; Nosow, 1984), there has been a wide-spread tendency to assert that 
Japanese subsidiaries fail to integrate American employees. For example, a recent study 
(Lifson, 1992) has reported the failure of Japanese subsidiaries to integrate American 
managers. Another study (March, 1992) has maintained that a nearly insurmountable 
communication gap exists between Japanese expatriate managers and American employees 
due to differences between American and Japanese industrial cultures. Likewise, cultural 
differences have been contended as the source of failure of Japanese subsidiaries in terms 
of the integration of American employees (e.g., Nobel, 1988; Armbruster, 1989). These 
contentions have left us with the impression that the cultural interface settings created by 
Japanese subsidiaries prevent them from integrating American employees or boost the 
malintegration of American employees. 
However, several studies have reported that the degree of the integration of employees 
into their organizations was influenced by a variety of organizational factors (e.g., Katz & 
Kahn, 1978). Thus, the contentions arguing the malintegration in Japanese subsidiaries 
have seemed inconsistent with the findings regarding the integration of employees. This 
inconsistency between the alleged malintegration of American employees and the findings 
of the studies cited above has inspired this study. Hence, this study has shed light on the 
issue of the integration of American employees working for Japanese subsidiaries in the 
U.S. by focusing on the organizational commitment (i.e., measured in a psychological 
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dimension as three types of attachment by employees to employing organizations). The 
primary significance of examining organizational commitment is because it is the best 
measure to estimate whether the cultural interface settings prevent Japanese subsidiaries 
from integrating American employees or perhaps even boost the malintegration of 
American employees. While a comparative study has reported that commitment is higher 
in Japanese workers than in American workers (Lincoln & Kallberg, 1988), several studies 
(e.g., DeCotiis & Summers, 1987; Mowday, Porter, & Steers, 1982; O'Reilly & Chatman, 
1986) of organizational commitment have reported that organizational commitment is 
affected by antecedents: the more an employee internalizes the values or goals of his or her 
organization, the more the employee commits himself or herself to the organization. In 
examining the integration or malintegration of employees, attention should be paid not only 
to the influence of ownership of the organizations, but also to the relationship between 
antecedents and outcomes. This study has addressed this relationship in the cultural 
interface settings. 
The Research Question, Focuses, and Hypotheses 
The general research question is "Is it possible that Japanese subsidiaries achieve the 
integration of American employees into their organizations in the cultural interface 
settings?" Cultural interface settings require this study to focus on the following three 
aspects which potentially affect the integration or malintegration of American employees. 
The first focus is placed on the effect of role-related issues on the organizational 
commitment of American employees. A number of studies of role theory have reported 
that role ambiguity and role conflict with a role incumbent are associated with various 
indices of personal mal integration into the workplace, such as poor job performance and 
lower commitment to the organization (e.g., Fisher & Gitelson, 1983; Kahn, Wolfe, Quinn, 
Snoek, & Rosenthal, 1964; Mowday et aI., 1982). Japanese industrial culture is different 
from American industrial culture in many aspects (e.g., England & Misumi, 
1987:Kalleberg & Lincoln, 1988; Takezawa & Whitehill, 1981;), which may create some 
discrepancies in role expectations between the two cultures. In fact, during my interview 
with over twenty Japanese expatriate managers, more than half of them stated that the so-
called 'This-is-not-my-business-philosophy' of American employees bothers the Japanese 
managers. The Japanese managers have acknowledged that there are discrepancies 
between what they expect American employees to do in their positions and what American 
employees perceive in their positions. It is assumed that the more American employees 
face these types of role-related issues, the less they commit themselves to Japanese 
subsidiaries. 
The second focus is placed on the effect of American employees' participation in the 
organizational information flow on their organizational commitment. As far as 
67 
68 
communication is concerned, Japanese subsidiaries are synonymous with a nearly 
insurmountable communication gap between Japanese personnel and American employees 
(March, 1992). A recent study (Funayama, 1994) has reported that Japanese subsidiaries in 
the U.S. are rife with communication difficulty, misunderstanding, and cultural differences, 
forming mutual distrust between Japanese managers and American employees. Reversely 
speaking, it is assumed that the more American employees participate in the information 
flow of Japanese subsidiaries, the more they commit themselves to Japanese subsidiaries. 
The third focus is placed on the effect of American employees' organizational 
commitment on their choice of organization, (either Japanese subsidiaries or American 
companies). While organizational commitment can be characterized as the outcome of 
conditions, commitment can be examined as the antecedent of other outcomes or 
independent variables responsible for these outcomes. Several studies have reported the 
effect of commitment on outcomes such as voluntary turnover, job performance, and 
motivation. For example, Angle and Perry (1981) have reported that positive commitment 
is negatively associated with tardiness, absenteeism, and turnover. Koch and Steers (1978) 
have found that positive commitment is a better predictor of employee turnover than job 
satisfaction. Similarly, Bateman and Strasser (1984) have reported that positive 
commitment is strongly and negatively associated with perceived environmental 
alternatives to a job (job search). This study examines how organizational commitment 
works as an antecedent to American employees' alternative choice of organizations, or 
preference for working for Japanese subsidiaries rather than American companies. 
Considering that staying in Japanese subsidiaries may cost American employees' the 
chance of pursuing specialized career paths across organizations, which is compatible with 
American values, it is heuristically important to examine how organizational commitment 
influences American employees' preference for working for either Japanese subsidiaries or 
American companies. In addition, this study examines the relative importance of job 
security compared with organizational commitment. Which is more important to make 
American employees prefer working for Japanese subsidiaries rather than American 
companies, either job security (a practical benefit) or psychological attachment to an 
organization? This is the ultimate test of their commitment to Japanese subsidiaries. It is 
assumed that the higher degree of commitment leads American employees to a preference 
for staying in Japanese subsidiaries over American companies even in the cultural interface 
settings. 
By examining these aspects, this study has intended to provide both the U.S. and Japan 
with new knowledge regarding conditions in which Japanese subsidiaries integrate or 
malintegrate American employees in the cultural interface Settings. 
Methods 
Definitions and Operationalization of Concepts 
O'Reilly and Chatman (1986) have defined the three identifiable types of commitment as 
follows: (1) 'compliance', which occurs when attitudes and behaviors are adopted not 
because of shared beliefs but simply to gain specific rewards; (2) 'identification', which 
occurs when an individual accepts influence to establish or maintain a satisfying 
relationship; an individual may feel proud to be a part of a group, respecting its values and 
accomplishments without adopting them as his or her own; (3) 'internalization', which 
occurs when influence is accepted because the induced attitudes and behaviors are 
congruent with one's values; the values of the individual and the group or organization are 
one and the same. In short, organizational commitment ranges from compliance through 
identification with a company to internalization of a company's values. Compliance is 
considered to be a negative form of organizational commitment or to be an instrumental 
commitment, whereas identification with a company and internalization of a company's 
values are considered to be positive forms of organizational commitment. It is assumed 
that the more an employee commits himself or herself to his or her organization, the more 
the employee internalizes the values of the organization. 
The following statements were selectively taken from two studies of organizational 
commitment and were modified somewhat (Mowday et aI., 1982; O'Reilly et aI., 1986). 
Internalization of a company's values: (1) I find that my values and this organization's 
values are very similar; and (2) The reason I prefer this organization to others is because of 
what it stands for, its values. Identification with a company: (1) I speak well of this 
organization to my friends as a great organization to work for; and (2) I am proud to tell 
others that I am part of this organization. Compliance or instrumental motivation: (1) The 
main reason why I work for this company is for monetary gain; and (2) I see no reason to 
spend extra efforts on behalf of this company unless I am monetarily rewarded. 
This study defined 'role ambiguity' as 'a situation in which a person is lacking the 
necessary information to perform organizational tasks associated with the position'. The 
following two statements were taken from the study of Rizzo et aI., (1970): (1) I know 
what my responsibilities are; and (2) I know exactly what is expected of me. (These two 
items were scored reversely in order that a higher score indicates higher agreement with the 
question statements). 
Role conflict can be defined in terms of the dimension of congruency-incongruence or 
compatibility-incompatibility in the requirements of the role. The congruency or 
compatibility is judged relative to a set of standards or conditions which impinge upon role 
performance. Two types of role conflict can be identified: intrarole conflict and interrole 
conflict. This study defined intrarole conflict as a 'conflict which occurs when the 
expectations for a given role within an organization are incongruent or incompatible'. The 
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following two statements were taken from the study of Rizzo et al.,(1970): (1) My job 
requires that I carry out tasks in a manner which I don't agree with; and (2) I receive an 
assignment without adequate resources or materials to execute it. This study defined 
interrole conflict as 'conflict which occurs when two or more roles a person occupies have 
incongruence or incompatible expectations in certain situations'. This type of conflict 
occurs in a situation where two or more social roles (e.g., 'employee of a company' vs 
'father of a family') make incongruent or incompatible demands on a person. The 
following statement was used: I feel conflict between my loyalty to the company and that 
to my family. This concept was measured only by this statement. 
This study defined 'participation in the information flow of organization' as the situation 
where an American employee and subsidiary exchange information and resources in a 
reciprocal manner. The following five statements were developed and used: (I) I am well 
informed as to the activities of this company; (2) My supervisors listen to me when I make 
suggestions; (3) In terms of communication, I have access to most supervisors regardless of 
the chain of command; (4) I feel that this company is investing in efforts to train me; (5) I 
feel that I am appreciated by this company. 
Besides these statements, two other statements were used to measure the following two 
variables: (1) job security: This company offers me job security, and (2) an alternative 
choice of organizations, or preference of a company: I prefer working for a Japanese 
company rather than an American company. These two statements were measured to test 
the third research focus, as mentioned previously. 
These eighteen statements above were randomly ordered on the questionnaire form. 
Except for some single-item measures, my measure of the variables was a composite 
index calculated by averaging the summed responses to some 7 -point Likert scale 
statements underlying each of the concepts. Each statement was evaluated on the seven 
choices ranging from 'strongly disagree' to 'strongly agree'. Participants were asked to 
indicate the degree to which they agree or disagree with each statement. 
Research Sites and Sample Subsidiaries 
Japanese subsidiaries were defined as firms in which their Japanese parent companies 
have 100% ownership. The sample companies were recruited from forty Japanese 
subsidiaries located in four states (Georgia, South Carolina, North Carolina, and Alabama). 
Except for several large plants (e.g., Toyota of Kentucky, Nissan of Tennessee, YKK of 
Georgia), the majority of Japanese subsidiaries in the Sunbelt fell in the group of medium 
or small subsidiaries which employ fewer than 300 workers. 
My initial contact with the Japanese subsidiaries was made either by a telephone call or 
by mailing a letter addressed to the Japanese president of the subsidiaries. Usually, the 
Japanese subsidiaries allowed me to talk to their Japanese presidents, Japanese vice 
presidents or their immediate Japanese subordinates who were capable of understanding 
the goals of my research. Forty-two Japanese subsidiaries agreed to participate in my 
study. 
Data Collection Procedures 
Once the subsidiaries agreed to my proposal, a package containing eight questionnaire 
forms was mailed to Japanese personnel who were able to assist my research. The 
Japanese personnel were instructed to follow the following procedures: (1) Inform 
American employees that their participation in my research is voluntary; this point was 
clarified by a cover letter attached to the questionnaire form confirming that participation 
was voluntary; (2) Distribute questionnaire forms to randomly chosen American employees 
in the four levels of organizational hierarchy: top manager, middle manager, foreman or 
first level supervisor, and entry level worker; and (3) Instruct American employees to take 
the questionnaire forms to their homes, complete them in privacy and return them directly 
to me by a pre-paid self-addressed envelope. These points were confirmed in the cover 
letter. These procedures were executed from March 1991 to February 1992. An additional 
data collection was also executed in 1994 to make up the partial shortage of observations 
that was created during the early effort for data collection. 
Participants 
One hundred three usable replies were returned (the return rate was about 31 %). 
Seventy were from males and thirty three from females. The means and standard 
deviations of personal-demographic variables were shown in Table 1. Education, age, and 
tenure were measured in years. The rank of organizational hierarchy was measured in the 
following 7 -rank hierarchy (for the statistical computation, the following numbers inside 
parentheses were assigned to each of the seven ranks in the process of coding data): (1) 
entry level worker; (2) foreman or first-level supervisor; (3) section chief or staff specialist; 
(4) assistant department head; (5) department head; (6) assistant plant manager; and (7) 
plant manager or distinguished head. The mean of the rank of respondents was 3.48 
(standard deviation = 1.74), indicating that the questionnaire forms were evenly distributed 
from top management to entry level worker. 
Construction of Indices 
Because my measure of some constructs was a composite index calculated by averaging 
the summed responses to some 7-point scale statements, a variance test (Fmax test) was 
executed on each of the indices. Each of the indices was found to meet the assumption that 
the items to be summed into an index must have near-equal variance, enabling the present 
study to use each of these indices for further analysis. 
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Table I 
The Means and Standard Deviations for Personal-Demographic Variables and Indices and 
the Zero-order Correlations among Them (n = 103) 
Means St.dv 1 2 3 4 5 6 
1. Education 15.2 2.25 
2. Age 36.7 8.29 166 
3. Tenure 3.95 2.91 082 161 
4. Rank 3.48 1.74 661 303 342 
5. Role ambiguity -1.50 1.51 081 -160 -165 -131 .77 
6. Intrarole conflict -0.50 1.64 -040 -168 -221 -189 478 .64 
7. Interrole conflict -0.60 1.90 182 181 076 280 043 412 
8. Internalization of 0.56 1.66 -003 219 230 218 -403 -552 
a company's values 
9. Identification with 1.39 1.80 -041 119 233 114 -461 -620 
a company 
10. Job security 1.09 1.75 120 140 137 141 -336 -291 
11. Working for -0.19 1.87 042 -021 -029 -241 118 072 
monetary gain 
12. No reward, -1.24 1.97 133 119 -212 -092 136 363 
no effort 
13. Participation in 0.77 1.78 147 170 204 221 -520 -624 
the information flow 
14. Preference of working -0.10 1.71 -401 -132 094 -102 -459 -387 
for a Japanese company 
Internal reliability estimates are shown on the diagonal (omitting estimate for one item measures). Decimal points of 
correlation coefficients have been omitted. The mean of the construct variables from 5 (role ambiguity) to 14 
(preference of working for a Japanese company) above is 0.00 because the following numerical values were assigned 
to a seven-choice statement: -3 for strongly disagree, -2 for moderately disagree, -I for slightly disagree,O for neither 
disagree nor agree, +1 for slightly agree, +2 for moderately agree, +3 for strongly agree. 
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5. Role ambiguity 
6. Intrarole conflict 
7. Interrole conflict 
8. Internalization of -290 .80 
a company's values 
9. Identification with -406 721 .91 
a company 
10. Job security -254 471 592 
11. Working for 079 -274 -228 -213 
monetary gain 
12. No reward, 220 -409 -433 -117 184 
no effort 
13. Participation in -282 720 797 170 -119 -604 .79 
the information flow 
14. Preference of working -130 456 381 090 -059 480 -213 




Multiple Regression Estimates for the Effect of Three Role-Related Variables on The Four 
Variables of Organizational Commitment 
Independent variables 
Unstandardized regression coefficients 
(Standard error) 
Dependent 
variables Role Intrarole Interrole F R2 
[intercept] ambiguity conflict conflict A-R2 
Internalization 
of a company's -.110 -.395** -.080 11.181*** .273 
values[.124] (.139) (.120) (.091) .224 
Identificarion 
with a company -.190 -.352** -.238* 17.926*** .367 
[.920] (.118) (.120) (.102) .321 
Working for 
monetary gain .076 .040 .059 .266 .009 
[-.026] (.198) (.180) (.131) -.038 
No reward 
no effrct -.158 .358** .078 4.714** .098 
[-1.390] (.190) (.155) (.142) .073 
* p<.05, ** p<.01, *** p<.OO1 
Once the assumption of the near-equal variance test was met, the internal reliability 
(Cronbach's alpha) for each of the indices was computed. The following internal reliability 
for each of the indices was obtained: role ambiguity = .766, intrarole conflict .636, 
internalization of a company's values = .799, identification with a company = .912, 
compliance = .306, and participation into the information flow = .789. 
It should be noted that the two items supposedly underlying compliance failed to achieve 
acceptable internal reliability. The low correlation (.180) between the two items ruined the 
index construction. Although these two items might underlie part of compliance, they 
should be used as mutually independent variables as follows: compliance 1 (working for 
monetary gain) and compliance 2 (no reward no effort). It is desirable to have indices with 
Cronbach's alpha of .70 or higher. Four indices (.766, .799, .912, .789) were high enough, 
and one index (.636) was barely acceptable. The real interest, however, was in identifying 
the degree to which the composite indices were tenable for further analysis. My data 
provided support for the construct validity of the major parts of indices, except for the 
index for compliance. 
Table 1 presented the means, standard deviations, correlations, and internal reliabilities 
of these indices/construct. 
Results of Analysis 
The following sections presented the results of analyses testing the hypotheses regarding 
the three research focuses at the .05 level of significance. 
A standard regression analysis was executed to estimate the effect of the three role-
related variables on each of the four dependent variables of organizational commitment. 
Table 2 reported the results of the four multiple regression analyses. 
First: Internalization of A Company's Values. Of the three independent variables, 
intrarole conflict was found to be statistically significant ( .. 395, p<.Ol). The negative slope 
of intrarole conflict suggested that the participants who experienced intrarole conflict 
tended to disagree with the company's values. Second: Identification with A company. Of 
the three independent variables, both intrarole conflict and interrole conflict were found to 
be statistically significant (-.352, p<.OI for intrarole conflict and -.238, p<.05 for interrole 
conflict). The negative slopes of these two independent variables suggested that the 
participants who faced intrarole and interrole conflict tended to lose their identification 
with the company. It seemed plausible that intrarole and interrole conflicts diminished the 
participants' identification with the Japanese subsidiaries in the cultural interface settings. 
Third: Compliance. As for compliance I (working for monetary gain), none of the three 
independent variables were found to be statistically significant. As for compliance 2 (no 
reward no effort), of the three independent variables, intrarole conflict was found to be 
statistically significant (.358, p<.OI). The positive slope of intrarole conflict suggested that 
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the participants who faced intrarole conflict in their positions tended to become motivated 
to work for monetary gain. 
The results appeared consistent with the findings of the previous studies (e.g., Mowday 
et aI., 1982), although two of the four model specifications ended in the low R-squares. 
Two points should be noted in these results: (1) role ambiguity was found to have a 
negligible effect on organizational commitment; however (2) two types of role conflict 
were found to have a significantly negative impact on organizational commitment in the 
cultural interface settings. 
A simple regression analysis was executed to estimate the effect of the participation in 
the information flow of an organization on each of the four dependent variables of 
commitment. Table 3 reported the results of four simple regression analyses. 
Table 3 
Simple Regression Estimate for the Effect of Participation in the Information Flow of the 
Organization on the Four Variables of Organizational Commitment 
Dependent Unnstandardized 
variables regression F R2 A-R2 
[intercept] coefficint 
Internalization of .572*** 18.88*** .453 .409 
a company's values 
[-.623] 
Identification .705*** 85.15*** .602 .583 
with a company 
[ -.712] 
Working for -.106 1.90 .032 .018 
monetary gain 
[.099] 
No reward -.824*** 24.54*** .544 .493 
no effort 
[.719] 
* p<.05, ** p<.01, *** p<.OO1 
Except for one equation (working for monetary gain), three equations were found to be 
statistically significant: a higher degree of American employee's participation in the 
information flow boosted both the internalization of a company's values (.572, p<.OOl) and 
identification with a company (.705, p<.OOI) and reduced a sense of 'no reward no effort' 
(-.824, p<.OOI). The slopes of the these variables indicated that the more the participants 
participated in the information flow of an organization, the more positive manners were 
expected to come out even in the cultural interface settings. 
A standard regression analysis was executed to estimate the effect of the four variables 
of organizational commitment and job security on an American employee's alternative 
choice of organizations, or preference of a company, either for Japanese subsidiaries or for 
American companies. Table 4 reported the results of the multiple regression analysis. 
Table 4 
Multiple Regression Estimates for the Effect of the Four Variable of Organizational 
Commitment and Job Security on Preference for Working for a Japanese Company 
Internali-








* p<.05, ** p<.01, *** p<.OO1 
Independent variables 
Un standardized regression coeffcients 
(Standard error) 
Identi- Job Working No 
fication security for reward 
with a monetary no 
company gain effort 
.193 -.087 .074 -.001 











Of the five independent variables, only one (internalizatIon of acompany's values) was 
found to be statistically significant (.485, p<OOl). The variable of job security, while 
assumed to be of practical benefit, contributed little to the participants' preference for a 
Japanese company. Other variables also seemed negligible. This suggested that the 
participants preferred working for Japanese subsidiaries rather than American companies to 
the extent that they agreed with the values of the Japanese subsidiaries. This result 
supported the findings of some previous studies which argued that the highest commitment 
was the internalization of a company's values (e.g., Mowday et al.,1982; Stump & 
Hartman, 1984). 
Conclusion 
This study is intended neither to defend Japanese subsidiaries nor to fuel any controversy 
over Japanese investment in the U.S. Instead, it is intended to provide Japanese and 
Americans with empirical data regarding the integration or malintegration that Japanese 
subsidiaries can attain in cultural interface settings. 
Because of some weaknesses (low return rate of questionnaire forms, reliance on some 
single-item indices, regional limitation, and the small and medium sizes of the Japanese 
subsidiaries), this study must be careful not to overgeneralize the findings. Nevertheless, 
the present findings suggest that cultural interface settings do not necessarily prevent 
Japanese subsidiaries from integrating American employees. It would be fair to say that 
American employees come to internalize the values of Japanese subsidiaries as they 
increasingly participate in the information flow of the organization and that American 
employees prefer staying in Japanese subsidiaries to the extent that they internalize the 
values of the subsidiaries. In other words, the contention that Japanese subsidiaries fail to 
integrate American employees cannot be accepted unreservedly. However, it should be 
kept in mind that the reverse is equally true, as shown in the role-related issues: a high 
degree of role conflict ruins American employees' commitment toward Japanese 
subsidiaries. 
In short, the integration or malintegration is contingent upon certain conditions even in 
the cultural interface settings. Thus, at the risk of oversimplification based on these 
findings, it would be no overstatement to say that it is possible for Japanese subsidiaries to 
achieve the integration of American employees when certain conditions are met. 
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